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SCEJKCT : Alleged Withdrawal of China’s Second 

Wire-Tear PI an 


1* At Beeemtor, 1956 Agesee franco Press© report from 

"most re- 

liable sear*#” la totpiag— state* that at a plenary session 
of the Central Committee of the Chinese Oowamnlet Warty be- 
tween 10-15 tovember it was decided to withdraw the Second 
Fire-Tear Flan draft and to draft a new one owing; principles 
which would lead to a notable reorientation of the nation* a 
economy. this story probably case free the AfP correspondent 
in Peiping Jacques Locquin, lecquln is believed to hare 
fairly good contacts in the Chinese Coasamlst capital, tot is 
given to apoctacttlar, colorful and sometimes inaccurate report- 
i:*g. 9e Iwiis, hewer er , toes used in the past by the Jtoiplng 
anther i ties for release of si nor stories, each an the invita- 
tion ©steaded to Aeoriean newspaper correspondents. 

ft The AFP article alleges that recent event* in Hungary 
and Poland contributed to the decision to withdraw the Second 
Five-Year Plan, It is difficult to tell whether the article 
was referring to the unhappy experiences of these countries 
in following economic policies which led to a drastic dispro- 
portion between increases in the moans Of production and ad- 
vances in the people** livelihood, or to possible damage done 
ta the export potential of tor let Sloe countries by events of 
the past two man the, 

9, According to AFP, the ’principles” of the new eco- 
nseic strategy to be followed in China include: 

A. The cancellation of acme tJK $100,000,000 
in contracts for big factories which have toon 
placed abroad; 

B. A shift freat " gigantic projects” to the 
quicker returns of ” small tot versatile factories” 
producing swill equipment and tools; 
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C. An attempt to redsec costs by importing 
ires neighbor log <switri«fi Itwa which they coo 
prodoes a«r§ cheaply tfeao Chins can (including, 
perhaps, fits exchange in far East and Southeast 
Asia markets of raw materials for cheap caaatwr 
goods); and 

b. brattle cats in capital investments in 
order that salaries and peasant incomes say b# in- 
cr eased* 

4, Peiping- has boss sparing indeed of details concern- 
ing shat transpired at tha pissary session. Tsxta ef the 
major speeches hats net been released. Chew *n*lai re- 
ported to hare said that there ebon Id be in 1WW 'suitable 
retrenchee at " , within the fraaesork ef ooatiaued progress, in 
fields where there had bean "over mending" in 1*W. Official 
rslsasea contained no suggest ion that changes in the Second 
Fire-Year Plan were considered* 

5, It is doubtful that the Chinese Communists hare 
mads, er are about to make, substantial revisions in their 
stated economic policy of emphasising the rapid expansion of 
heavy industry* Seltaer is a substantial art: expected in 
target figures, either for W87 of for the Second Five-Year 
Plan. A major change in Peiping* » export-import program in 
favor of importing large quantities of cheap consumer goods 
from neighboring countries— Japan is the only obvious candi- 
date— at the expe nse of imports is support of hoary industry 
is also unlikely. It is possible that Peiping way wish to 
Increase its imports of consumer® goods provided it can open 
markets for rev materials which it is finding difficult to 
soli at promoat. Biasr alterations designed to bring fringe 
benefits to the Chinese consumer aro possible and have indeed 
boon the subject of a eerie* of actions taken by Pol ping in 
resent months. Those include the freeing of a sharply limited 
portion of domestic t rad* fro* absolute state control and a 
promise to narrow the price differential between agricultural 
products and goods sold the peasant. 

A, As far am we teams the Soeond Five-Year Flan is still 
in the drafting stags. The statement and# by Chou Im-lnl to 
the Eighth Party Congress bad to do with the "basic tasks" of 
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the plan 
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It can fee asaased that the plan outline prose 
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t ho s e .ealllmx for as “ unprecede nted wea»F drive , i* ml 
aieeeat of see* of the proooeseessats eiiieb followsd **** P** 0- 
i»» p* 4 negotiations leading; to for 1st comal taente for tbe 
First Fire-Fear Flea. 
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